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ANNUAL MEETING, AMERICAN INSTITUTE OF ACCOUNTANTS , 


Election of Officers 


At the annual meeting of the American 
Institute of Accountants held at Buffalo, 
September 18 and 19, 1928, the following 
officers were elected unanimously : 


President: 

Frederick H. Hurdman, New York 
Vice-presidents: 

Albert T. Bacon, Illinois 

Lewis G. Fisher, Rhode Island 
Treasurer: 

Andrew Stewart, New York 


The following members of council for a 
term of five years were unanimously elected: 


R. O. Berger, Illinois 

George M. Clark, Tennessee 

E. J. Dillon, Missouri 

Elmer L. Hatter, Maryland 

J. E. MacGregor, Minnesota 
Maurice E. Peloubet, New Jersey 
Arthur W. Teele, New York 


Walter L. Morgan, Pennsylvania, and 
Leon E. Vannais, Connecticut, were elected 
auditors. 

‘Two members of the committee on nomi- 
nations, elected by the council at its meet- 
ing on September 17th, are William Jef- 
fers Wilson, Pennsylvania, and James M. 
McConahey, Washington. At the Institute 
meeting on September 19th, the remaining 
five members of the committee were elected 
as follows: 


B. W. Bours, California 

Percival F. Brundage, Massachusetts 
Allan Davies, New York 

Howard E. Murray, Ohio 

George Treadwell, Louisiana 


At the council meeting on September 20th, 
the following committees were elected: 


Executive commiitee: 


Arthur H. Carter, New York 
Stanley G. H. Fitch, Massachusetts 
P. W. R. Glover, New York 

T. Edward Ross, Pennsylvania 

J. E. Sterrett, New York 


The president and treasurer are mem- 
bers of the executive committee ex-officio. 


Committee on professional ethics: 


James Hall, New York, Chairman 
Will-A. Clader, Pennsylvania 

John F. Forbes, California 

Carl H. Nau, Ohio 

William Jeffers Wilson, Pennsylvania 


Board of examiners (for three years): 


Donald Arthur, New York 
Peter S. Barton, Pennsylvania 
David L. Milne, New York 


Proceedings 


The addresses delivered at the open ses- 
sions on September 18th and 19th were re- 
ceived with great applause. Charles B. 
Couchman spoke on ‘Limitations of the 
present balance-sheet,’’ and William A. 
Paton read a paper entitled ‘Special ap- 
plications of discounting.’’ Both addresses 
will appear in the October issue of The 
Journal of Accountancy. At the first open 
session Warren W. Nissley spoke on the 
work of the bureau for placements. 

Several places were suggested for the 
1929 annual meeting of the Institute. The 
choice was finally left to the decision of 
the executive committee. 
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Institute Examinations 


‘The next examinations of the American 
Institute of Accountants will be held No- 
vember 15 and 16, 1928.3 Applications of 
accountants who wish to take these examina- 
tions should beZ%submitted at once. Ap- 
plication forms will be sent upon request. 


New England Regional Meeting 


A meeting of the New England region of 
the American Institute of Accountants will 
be held in November, 1928. Headquarters 
will probably be at the Hartford club, 
Hartford, Connecticut. The committee on 
arrangements, which is composed of Charles 
A. Coates, Seth Hadfield and Walter A. 
Musgrave, is planning a programme which 
it is hoped will make the meeting a memor- 
able one. Details will probably be an- 
nounced in the October Bulletin. 


Morally Correct Financial Statements 


The problem of financial statements 
which are technically correct but morally 
incorrect has been the basis of recent cor- 
respondence between the chairmen of the 
committee on codperation with public ac- 
countants of the Robert Morris Associates 
and of the special committee on codperation 
with bankers of the American Institute of 
Accountants. An article called ‘““Window 
dressing in the dark,’’ by Harvey E. Whit- 
ney, chairman of the bankers’ committee, 
published in the August, 1928, issue of the 
Robert Morris Associates Bulletin, embodies 
the results of this correspondence. The 
text of the article is here reprinted by per- 
mission. 


One of the ever-present problems is the financial 
statement, technically correct, but morally incorrect, 
and there is no question that even accountants of 
the highest personal standing find this one of the 
most difficult problems with which they have to 
deal. Feeling that it would be of much interest to 
the membership to have a ruling from the com- 
mittee on codperation with bankers of the American 
Institute of Accountants, we wrote the chairman 
presenting certain hypothetical cases. Our letter 
and his reply might be summarized as noted below. 
It is to be assumed that the statement bears 
date of December 31st. 

1. Q. If bills receivable or accounts receivable 
should be sold or some other asset item disposed of 
absolutely without recourse during the month of 
November and then during the month of January 


then he should refuse to give any certificate. 


these asset items were brought back again, would the 
accountant be obligated to refer to such transaction, 
even though, as may be noted, the concern as of 
December 31st had no direct or contingent liability 
in connection with the transaction? 

A. This is a situation which is quite frequently 
met with. If the amounts involved materially 
affect the financial position of the concern, I think 
the accountant should refer to the matter in his 
certificate, or, if the client objects to this — 

his, 
of course, would usually mean that the accountant 
would lose his client. In any event, in a situation 
of this kind, most responsible accountants would 
regard as a doubtful moral risk a client who would 
make a practice of ‘“‘window dressing’’ of the char- 
acter referred to and might even refuse to accept 
any further instructions from him. 

2. Q. Assume that the same transaction was 
put through as outlined above, but it happened 
that the asset was disposed of to an affiliated com- 
pany which was flush in cash just prior to December 
3lst and that these items were carried by such 
affiliated company to maturity. In other words, 
there was in both instances noted above no legal 
liability, but in the latter example the items were 
never repurchased by the company. Also we will 
assume that the amount involved was a substantial 
one; furthermore, would the decision of the com- 
mittee be influenced by the knowledge that the 
accountant in his own mind had satisfied himself 
that the position of a creditor bank would not be 
jeopardized by the lack of knowledge of the trans- 
action, though naturally the accountant would be 
unable to deny that it was a window-dressing oper- 
ation? (We advised that this question was 
brought up by a specific instance where the ac- 
countant justified himself for not referring to the 
transaction for the reason outlined, namely, that in 
his opinion no creditor could suffer. To be exact, 
this company rarely borrows any money and shows 
no bills payable or accounts payable on statement 
date, because of putting through a transaction of 
the character outlined. Had the full facts been 
presented they should have shown about $2,500,000 
of current assets, largely cash and receivables, 
against less than $200,000 of debts. Furthermore, 
if the accountant had not been willing to meet the 
concern’s views he would have lost the business.) 

A. The second case is more difficult and turns to 
some extent on what is meant by “‘affiliated com- 
pany.” If the affiliation is such as to require con- 
solidated accounts, the situation would, of course, be 
shown in the consolidated accounts. If the affiliated 
company is substantially owned or controlled by 
the first company, but only to an extent which would 
not require consolidation of the accounts, then the 
financial position of the first company might be 
adversely affected by any credit losses of the 
affiliated company and the point might have a 
material bearing on the accounts of the first company 
and might require mention by the accountant. If, 
however, it is an independent company, owned 
by the same interests as the first company, but not 
actually owned itself by the first company, I doubt 
if the accountant could insist that the transactions 
should be disclosed in his certificate. It is obvious 
that any loss would be suffered by the affiliated 
company. As a matter of fact, I believe that this 
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situation sometimes actually arises in the case of 
automobile and other finance companies, and it is 
difficult to see how the accountant could be required 
to refer to such transaction in his certificate on the 
accounts of the automobile company, where the 
company is separately owned, even if owned by the 
same interests, and where the finance company 
assumes all the credit risk. 

3. Q. Again a similar case, but in this instance 
the concern discounted its receivables without re- 
course with a regular finance company. 

A. I do not think that there could possibly be 
any criticism whatever of the accountant for not 
referring to the transaction in his certificate. In 
this case it would appear that there is no question 
but that the transactions arise in the ordinary 
course of business. Incidentally, it seems to me 
that the question as to whether or not a concern 
is in the habit of selling its accounts and notes re- 
ceivable without recourse, and to whom, might very 
well be asked on the bank’s credit statement along 
with the question which usually is asked as to 
whether or not there is any contingent liability as 
endorser or guarantor on accounts and notes re- 
ceivable sold. 


Remuneration in Accountancy 


The earnings of public accountants com- 
pare favorably with those of practitioners of 
other professions and businesses, according 
to figures in a pamphlet published by Alpha 
Kappa Psi, a national professional fraternity 
in commerce, as a result of a study of in- 
comes of college graduates, conducted under 
the direction of Everett W. Lord, dean of 
Boston University. The purpose of the re- 
search was to determine the relationship 
of education to income, and the statistics 
presented are classified and analyzed with 
this purpose in mind, but they are interesting 
from another point of view in so far as they 
indicate the trend of financial return in 
specific occupations. The incomes of men 
in nine vocations, for example, are given in 
one table, classified by three age groups— 
young, middle-aged and mature. The high- 
est figures in the mature group are each 
$10,000, representing the median annual 
incomes (which are not the arithmetical 
averages of all incomes but supposedly the 
earnings of the average men in each group) 
of public accountants, real-estate brokers 
and advertising managers. The median 
incomes for public accountants in the young 
and middle-aged groups are given as $3,600 
and $7,500, respectively, in each case the 
highest figure for the nine occupations under 
consideration. ‘The incomes of doctors and 
lawyers are classified separately and divided 
more carefully into numerous age groups. 
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The highest median incomes, in both cases 
those of mature practitioners, are $11,000 
for lawyers and $6,000 for physicians. 

One of the highest individual incomes re- 
ported in this whole study is that of a certi- 
fied public accountant earning $22,000 a 
year. In an analysis of earnings of the 
group of men holding the degree of bachelor 
of business administration the income of a 
certified public accountant 29 years old, 
$11,700, is given as next to the highest in 
his age group, in which the median is $2,500. 
In another tabulation dealing with former 
students of correspondence courses, the 
fourth from the highest individual income, 
$10,000, is that of a certified public account- 
ant. 

The study was based on 7,396 individual 
reports and it presents fairly conclusive 
evidence that the earnings of the average 
college graduate are far above those of the 
high-school graduate, whose income, in turn, 
distinctly surpasses that of the man whose 
sole education has been obtained in ele- 
mentary school. 


Regulations for California Finance 
Companies 


A complete annual audit by an accredited 
accountant is one of the requirements in new 
regulations for finance and mortgage com- 
panies in California which have been an- 
nounced by J. M. Friedlander, commissioner 
of corporations, according to the Wall Street 
Journal. 

It is said the new regulations have been 
made as a result of a survey showing that a 
large number of firms of this type were fi- 
nancially involved during the last year. 

Among the new rules are provisions con- 
cerning minimum capitalization of finance 
companies, limited promotion ratio, re- 
strictions on-amount of commissions, min- 
imum investment by promoter and mini- 
mum cash accumulation by the company 
before commencing business. Finance com- 
panies will also be required to make quar- 
terly reports to the department; to have a 
complete audit made annually by an account- 
ant approved by the department and to 
provide special reserves for certain purposes. 


No Logical Fiscal Year for Radio 
Industry 


Factors that might have established a 
natural fiscal year for manufacturers of radio 
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equipment are rapidly disappearing, ac- 
cording to a statement by R. M. Klein, 
general manager of the Fada Radio Cor- 
poration. Beginning in 1922, after the 
initial boom in the radio industry, there was 
a distinct slump in the business from June 
until October. Now, however, the seasonal 
phase of the business is rapidly disappearing 
and the volume of sales is continuing prac- 
tically unabated during the summer months. 


Accountant Advocates Natural Busi- 
ness Year 


Arguments in favor of the adoption of a 
natural business year are the substance of an 
article by Charlton N. Carter, president of 
the Indiana Association of Certified Public 
Accountants, published in Indianapolis Ac- 
tivities for August, 1928. Mr. Carter men- 
tions the efforts that accountants have made 
to effect a general adoption of a change from 
the arbitrary calendar year. 


Accountant Makes Quick Trip around 
the World 


Emil Fischer of Tientsin, China, a mem- 
ber of the American Institute of Account- 
ants, has recently completed a trip around 
the world which occupied only fifty days. 
Mr. Fischer was making no attempt to 
hurry his trip but it was sufficiently speedy 
to attract the attention of the press. The 
New York Jllerald-Tribune of September 
5th contains an item calling attention to Mr. 
Fischer’s journey. Coming from Tientsin, 
he spent three weeks in the United States, 
during which he visited the offices of the In- 
stitute in New York. He then sailed for 
Europe and spent several days in Germany, 
following which he proceeded by airplane to 
Moscow and thence across Siberia to 
Mukden and Tientsin. 

Mr. Fischer is president of the Deutschen 
bank at Tientsin and one of the financial 
counsellors of the Chinese government. He 
also practises public accounting. 


Accountants’ a on World’s 
a 


Lewis Ashman, president of the Illinois 
Society of Certified Public Accountants, has 
been appointed chairman of a committee to 
enlist the interest of Chicago accountants 


and appraisers in the world’s fair centennial 
celebration to be held in 1933. He has in- 
vited the following four accountants to 
assist him in the work: Homer L. Miller, 
J. Angus Steven, C. R. Whitworth and 
George D. Wolf. 


Columbia University Offers Account- 
ing Courses 


Announcement has been made that three 
courses in accounting will be offered by 
Columbia University Extension in the 
winter session. ‘The subjects are auditing 
theory and practice, which will be conducted 
by K. Lanneau Baker; auditing laboratory, 
under the direction of Thomas W. Byrnes; 
and brokerage accounts, which will be con- 
ducted by Harry H. Alling. 


American Institute of Banking Offers 
Accounting Courses 


The New York chapter of the American 
Institute of Banking has published a syllabus 
of courses offered in codperation with Co- 
lumbia University for the 1928-29 sessions. 
Among the standard courses offered are 
fiduciary accounting and estate administra- 
tion, and savings-bank accounting. In the 
list of special courses are given principles of 
accounting, analysis of financial statements, 
bank accounting, bank auditing, federal 
income-tax procedure and advanced savings- 
bank accounting. 


Cotton-mill Cost Accounting 


An outline of basic principles for prede- 
termining costs in the manufacture of cotton 
textiles has recently been completed by the 
Cotton Textile Institute, Inc., and is being 
submitted to members. It is not a detailed 
cost manual but has been prepared as a guide 
to sound cost-accounting methods. 


Accounting for the Canning Industry 


The library of the American Institute of 
Accountants has received a pamphlet con- 
taining a classification of accounts for the 
canning industry, written and promulgated 
by a committee of the National Canners 
Association. 


Simplification of Commercial Forms 


A survey among members of the National 
Association of Purchasing Agents has been 
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instituted by Ray M. Hudson, of the United 
States department of commerce to determine 
the degree of their adherence to simplified 
commercial forms. Several other trade or- 
ganizations and industrial concerns have 
reported an increasing use of the simplified 
invoice form approved some time ago by 
several organizations, including the Ameri- 
can Institute of Accountants, and by the 
department of commerce. 

In a statement for publication Mr. Hud- 
son said that the federal government is using 
standard forms in many of its transactions 
wherever possible and that, as a result, con- 
siderable savings have been made. Rail- 
roads and printing establishments have been 
among the leaders in industry to support 
and practise the use of simplified, standard 
commercial forms and papers. 


As returns are received from the survey 
now in progress among members of the 
National Association of Purchasing Agents, 
it is expected that the division of simplified 
practice of the department of commerce will 
release monthly tabulations of the data. 


Bureau of Standards to Publish 
Magazine 


A new monthly magazine of pure and ap- 
plied science is to be published by the bureau 
of standards of the United States depart- 
ment of commerce. According to a recent 
announcement, the first issue was scheduled 
to appear in July, 1928. The name of the 
magazine is The Bureau of Standards 
Journal of Research. It will include the 
bureau’s research papers and critical re- 
views in science and technology. 


STATE BOARDS OF ACCOUNTANCY 


Connecticut 


The following candidates were successful 
in the May, 1928, C. P. A. examinations of 
the Connecticut state board of accountancy: 
D. C. Buffum, Charles W. Church, William 
H. Day, Theron L. Ludington, Walter A. 
Musgrave and G. E. Nye. 


Florida Board Amends Rule 


The Florida state board of accountancy 
has recently amended its rule dealing with 
the issuance of reciprocal certificates by add- 
ing a requirement that applicants for such 
certificates shall have resided in Florida or 
maintained an office for the practice of pub- 
lic accounting in Florida for not less than one 
year immediately preceding the date of ap- 
plication for registration. 


Amendment to Rules of Illinois Board 


During the past year the Illinois board of 
examiners in accountancy has slightly 
changed its requirement concerning re-exam- 
ination of candidates for the C. P. A. certifi- 
cate. 

Previously a candidate was obliged to pass 
in accounting theory and practice and in 
one other subject in order to obtain the privi- 
lege of sitting only for the remaining subject 
in following examinations. ‘The revised rule 
provides that a candidate who passes in ac- 
counting theory and practice or in the other 
two subjects may be conditioned in the sub- 
ject or subjects in which he failed and may 
take such subject or subjects only at a sub- 
sequent examination. 


Leslie, Banks & Co. announce that Lee 
Perkins has been admitted as a partner in 
the firm. 


Announcement has been made of the con- 
solidation of the practice of Alonzo Lee Miles 
& Co. with that of F. W. Lafrentz & Co. 


C. Edwin Oyster announces the formation 
of the firm of C. Edwin Oyster & Co., with 
Offices in the Pacific Southwest building, 
Fresno, California. 


Announcement has been made of the dis- 
solution of the firm of Petersen, Carter & 
Co., San Francisco, as of June 30, 1928. 


J. R. Carter has opened offices at 901 
Russ building, San Francisco, for practice on 
his own account. 


The firm of Charles H. Petersen & Co. has 
opened offices at 703 Market St., San Fran- 
cisco. 
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NEWS OF LOCAL SOCIETIES 


Amendments to California Law May 
Be Introduced 


A letter from B. W. Bours, secretary of 
the California State Society of Certified 
Public Accountants, addressed to California 
certified public accountants, says that there 
is a likelihood of the introduction of an ac- 
countancy bill in the state legislature during 
the coming session. The letter intimates 
that there has been more or less formal or- 
ganization of some accountants in the state 
whose object is to effect legislation advanta- 
geous to themselves, which might, however. 
materially weaken the present accountancy 
standards in California. 

The letter urges all certified public ac- 
countants of California to join the state so- 
ciety in order than any undesirable legislation 
which may be introduced may be combated 
in an effective way. 


California State Society of Certified 
Public Accountants 


LOS ANGELES CHAPTER 


The Los Angeles chapter of the Cali- 
fornia State Society held a meeting on 
August 13th, at which the questionnaire on 
definition of earned surplus composed by a 
special committee of the American Institute 
of Accountants was discussed. 


SAN FRANCISCO CHAPTER 


A meeting of the San Francisco chapter of 
the California State Society of Certified 
Public Accountants was held at the Palace 
hotel, September 5th. 

The subject of discussion was the ques- 
tionnaire on definition of earned surplus 
issued by the special committee on definition 
of earned surplus of the American Institute 
of Accountants. Several members spoke on 
different aspects of the subject. 

The successful candidates at the C. P. A. 
examinations in May, 1928, were guests of 
the chapter at the meeting. 


District of Columbia Institute 
Resumes Weekly Luncheons 


The weekly luncheons of the District of 
Columbia Institute of Certified Public Ac- 
countants which had been discontinued dur- 
ing the summer months were resumed with 


6 


a meeting on September 5th, at the Restau- 
rant Madrillon, Washington, D. C. 


Tentative Programme for Massa- 
chusetts Society Meetings 


A letter from Charles F. Rittenhouse, 
president of the Massachusetts Society of 
Certified Public Accountants, to members of 
the society announces that there will be a 
departure from the usual type of programme 
which has distinguished the meetings of the 
society in the past. 

Instead of the customary monthly dinner 
meetings with an invited speaker on each 
occasion, it is planned to hold perhaps only 
four formal meetings during the year. “They 
will probably take place in September, De- 
cember, February and May. Arrangements 
are being made to invite several men of na- 
tional prominence to speak on technical 
subjects closely related to the work of the 
accountancy profession. 

Between the four formal meetings there 
will be informal gatherings, not necessarily 
preceded by dinners, at which round-table dis- 
cussions on subjects previously announced 
will take place. Different members of the 
society will preside at these meetings and 
will supply members in advance with a gen- 
eral outline of topics to be discussed. Sev- 
eral subjects which have already been sug- 
gested for such conferences are as follows: (1) 
accountants’ audit reports, including gen- 
eral plan and arrangement of report, size and 
style of report, arrangement of subject 
matter, character of comments, balance- 
sheet and operating statements, arrange- 
ment of exhibits and schedules, and various 
other matters relating to the audit report 
on which the exchange of views and ideas 
should prove helpful; (2) auditors’ certifi- 
cates; (3) indexing and filing of working 
papers, audit reports, and correspondence; 
(4) accounting system, office procedure, and 
mechanical equipment for accountants’ of- 
fices; (5) type of letter or blanks used in 
requesting confirmation of bank balances, 
loans, customers’ accounts, securities, etc.; 
(6) mechanical equipment of an accountant’s 
office including filing cabinets, typewriters, 
carbon paper, comptometers, adding ma- 
chines, dictaphone, etc.; (7) duties of the 
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junior accountant—his qualifications and 
opportunities. 

The letter of the president says that such 
conferences should serve as a clearing house 
of information and may facilitate the intro- 
duction of standard practice in various phases 
of accounting work. 


Minnesota Society of Certified Public 
Accountants 


The regular July meeting of the Minnesota 
Society of Certified Public Accountants was 
held at the Northland country club, Du- 
luth, July 27th. The subject of discussion 
was “Accounting in relation to the iron 
industry,’’ and the principal speakers were 
Messrs. Culmer and Kelso, statistician of 
the Oliver Iron Mining Co., and auditor of 
the Minnesota Steel Co., respectively. 


Missouri Society of Certified Public 
Accountants 


KANSAS CITY CHAPTER 


At a meeting of the Kansas City chapter 
of the Missouri Society of Certified Public 
Accountants held on May 27th the following 
officers were elected: president, F. R. 
Brodie; first vice-president, Richard S. 
Wyler; second vice-president, Milton E. 
Carter; treasurer, George E. Dell; secretary, 
R. W. Smith. A meeting of the chapter 
was called for September 10th and the sub- 
ject announced for discussion was the ques- 
tionnaire on definition of earned surplus 
issued by the special committee on definition 
of earned surplus of the American Institute 
of Accountants. 


New State Society in Nebraska 


The Nebraska Society of Certified Public 
Accountants filed articles of incorporation 
with the secretary of state on July 30, 1928. 

Nebraska has had for some years an or- 
ganization admitting to its membership all 
those who practised the profession of public 
accounting, but little attempt was made to 
discriminate between certified public ac- 
countants and uncertified practitioners. In 
the last few years the organization had be- 
come practically inactive. 

During the latter part of 1927 the need for 
a stronger active organization was felt, prin- 
cipally for the purpose of acquainting the 
public with the qualifications of certified 
public accountants. A group of practition- 
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ers held a meeting to discuss the situation 
and as the result of their deliberations a com- 
mittee was appointed to organize an associa- 
tion on a sound permanent basis. The 
committee, after considerable study, drafted 
a constitution and by-laws. On May 26th 
a meeting was held at the chamber of com- 
merce in Omaha with a large number of 
practising certified public accountants of the 
state in attendance. The activities of the 
committee were ratified and articles of in- 
corporation were prepared. Subsequently 
a charter was granted by the state. 

The purposes of the organization are given 
as follows: (1) to unite in one society all 
accountants practising in the state of Ne- 
braska who are holders of certified public ac- 
countant certificates or holders of account- 
ants’ certificates issued in foreign countries 
which have been recognized by the state 
board of examiners of certified public ac- 
countants for the state of Nebraska; (2) to 
urge and assist in the enforcement of the 
state law providing for the granting of certi- 
fied public accountant certificates in the 
state of Nebraska; (3) to encourage the 
proper training of persons who desire to be- 
come certified public accountants; (4) to 
promote the study of law appertaining to ac- 
countants; (5) to secure the proper recogni- 
tion of the practice of accountancy as a pro- 
fession; (6) to maintain among the members 
of the profession a high standard of pro- 
fessional ethics and coéperation. 

The following officers have been elected: 
Raymond H. Walker, president; George L. 
Greenfield, vice-president, and Harry E. 
Judd, secretary. The directors are, in ad- 
dition to the officers, Everett C. Babcock, 
John P. Begley and Earl R. Colvert. 


Annual Meeting of the North Carolina 
Association 


The ninth annual meeting of the North 
Carolina Association of Certified Public 
Accountants will be held at the Hotel 
Charlotte, Charlotte, October 19 and 20, 
1928. <A directors’ meeting will be held on 
the 18th before the beginning of the open 
sessions. O. N. Hutchinson is chairman of 
the general arrangements committee. 


Virginia Society Elects Officers 


At a meeting of the Virginia Society of 
Public Accountants at the Hotel Richmond, 
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Richmond, September Ist, the following 
officers were elected: Alvin W. Burket, 
president; John J. Sellers, vice-president, 
and James A. Rennie, secretary and treas- 
urer. The following were elected to serve 
as directors in addition to the officers: A. 
Lee Rawlings, F. L. Worchester, L. A. 
Kimble and A. T. Hull. 

A resolution was adopted inviting the 
American Institute of Accountants to hold 
its annual meeting in 1929 at Richmond. 

It was resolved that a committee be 
appointed to consider the advisability of 
changing the name of the society to the 
Virginia Society of Certified Public Account- 
ants. It was also resolved that the com- 
mittee be instructed, if such a change in name 
be concluded desirable, to draft a new con- 
stitution and new by-laws for presentation 
to the society at its semi-annual meeting 
next spring. The following committee was 
appointed in accordance with the resolution: 
T. Coleman Andrews, chairman, A. M. 
Pullen, William McK. Evans, A. F. Stewart, 
Jr., L. A. Kimble, R. B. Jordan, and W. P. 
Hilton. 

A draft of rules of professional conduct 
was presented to the members for considera- 
tion and the rules were adopted. 


It was resolved that a suitable medal be 
designed for presentation to the candidate 
obtaining the highest grade in the C. P. A. 
examinations conducted by the board of 
accountancy of Virginia. 

The chairman of the committee on the 
natural business year reported that a con- 
siderable amount of data had been collected 
by the committee and that plans were being 
formed for the initiation of an active educa- 
tional campaign among business men of the 
state. 

It was decided that the semi-annual meet- 
ing of the society would be held during May, 
1929, at Virginia Beach. An announce- 
ment was made that plans would be laid for 
a twentieth anniversary meeting of the 
society, which was formed in 1909, to be held 
during the fall of next year, probably at the 
time of the annual meeting. 


Houston Society of Public Accountants 


The Houston Society of Public Account- 
ants held its monthly meeting August 8th. 
F. W. Allen presided. P. M. Morrison 
spoke on the relation of the accountant to 
the government and Mr. Allen delivered an 
address on the relation of the accountant to 
the banker. 


REVIEWS 


LESTER F. BLAKE—“EXPERIENCES WITH 
BUDGETS TO AID MANAGEMENT” 


Article published in N. A.C. A. Bulletin, 
July 1, 1928. 


Mr. Blake says that according to his experience 
the greatest aid of budgetary control is its correla- 
tion of the activities of one department of the busi- 
ness to those of all the others. He says that the 
various activities of the business, such as sales, 
finance, administration, production, purchasing, 
etc., constitute a chain, each link of which must be 
sound if the whole is to function properly. 

The writer briefly summarizes the problems faced 
by management. The executive must manufacture 
the kind of products which can be sold satisfactorily 
and in sufficient volume. He must effect an ade- 
quate volume of sales so that he may manufacture 
in such quantities that economical production can 
be maintained. This must be done with a minimum 
investment in inventory and fixed assets, and borrow- 
ings must be kept at a figure where the expense 
involved will be commensurate with the volume 
of business procured. The management must also 
arrange a procedure whereby raw materials will be 
on hand in sufficient quantities to permit uninter- 
rupted production. An organization operating effi- 
ciently in obtaining materials and in producing goods 
and marketing them is also the responsibility of the 
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management. The writer says that in many in- 
stances an improper relation of one department of 
the business to another has been responsible for 
disaster to the concern as a whole. 

There are still many businesses, he says, oper- 
ating on the plan that the capacity of the plant shall 
control the volume of product manufactured, which 
the selling department must dispose of regardless 
of the capacity of its market. 

In illustrating the value of the budget in the 
correlation of activities Mr. Blake stipulates that the 
success of the budget is based almost entirely upon 
the accuracy of the figures which may be obtained 
from the accounting and cost-accounting records of 
the business, where a correct history of the several 
departments should be portrayed. 

The writer gives as an illustration a specific case 
of a business which he investigated. The concern 
was in a precarious position and a study of the 
circumstances soon revealed that haphazard 
operation of various departments was largely re- 
sponsible for its lack of success. The establish- 
ment of the sales quota by individual items of prod- 
uct, an analysis of the inventories with the sales 
quota in mind, the formation of a purchasing pro- 
gramme and a scientific study of the market were 
the fundamental steps in a reformation of the com- 
pany which resulted in its recovery from previous 
difficulties and in a return to a profitable existence. 

The writer says that although the management 
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4 ' did not use the word budget in its reorganization The weaknesses, defects and errors in the accounts 


of activities, it was nevertheless budgeting when it 
composed its new programme of operations. 

Mr. Blake gives another specific illustration to 
support his arguments that correlation of depart- 
mental activities is the greatest aid which can be 


_ obtained from budgetary control. 


L. U. CRAWFORD—“SOME ESSENTIALS OF 
FINANCIAL PLANNING” 


Article published in The Kansas City 
Journal, August 4th. 


Financial planning, says Mr. Crawford, is not 
concerned merely with tax reduction, but chiefly 
with providing things at the time when they become 
most necessary. A long-term financial policy for 
a municipality is essentially a statement of its needs 
together with provisions for financing them. All 
taxing subdivisions of the government should co- 
operate so that the aggregate requirements for oper- 
ation, for maintenance, for debt service and for 
public improvements may be determined. The 
means of providing funds should be chosen with 
care to avoid unduly burdening the community. 

In composing such a plan a complete list of all 
desired improvements together with the estimated 
cost of each should be carefully prepared. The 
items should be classified in the order of their urgency 
and in order of their benefit to the community as 
a whole. Estimates should be made showing the 
requirements for operation, maintenance and debt 
service, taking into consideration the carrying 
charges for all new production. The amount of 
burden which may be borne by the community 
without hardship should be determined. Funds 
which may be made available each year under the 
predetermined rates should be estimated. The 
planner should then budget the estimated require- 
ments and the estimated income to determine the 
balance available for improvements, which may be 
apportioned among various projects in accordance 
with their urgency and value. 

The writer says that a good plan is one in which 
a group of representative citizens works in codper- 
ation with the various governmental authorities. 
Such procedure is apt to inspire public confidence 
and induce the voters to give their approval. 


CHARLES H. PETERSEN—“C. P. A. SERVICE 
AS INVESTMENT” 


Article published in the Coast Banker, 
May 20, 1928. 


The writer says that there are financial and busi- 
ness men who still do not fully appreciate the value 
of the service of a certified public accountant, partly 
because it is impossible to predetermine in what 
particular respect the accountant may be helpful. 


which he may discover are not apparent before the 
investigation. Mr. Petersen summarizes a few 
cases in which the accountant’s services are of par- 
ticular value, as follows: certification of balance- 
sheets and earnings statements for credit purposes; 
consultation and service in mergers, consolidations 
and reorganizations; installation of accounting sys- 
tems; audits; review and preparation of tax re- 
turns; service as arbitrator, administrator, executor, 
receiver, etc. 

Certain errors in financial statements due to 
ignorance on the part of business men, which may 
result in serious damage, are analyzed in the article. 
The writer also says that in mergers and consolida- 
tions the service of the accountant is as important 
as that of an attorney, as the former is the one to 
give effect to transactions on the books of account. 
The accountant’s advice should eliminate many 
complications which may creep into such transac- 
tions. 

The installation of a system of accounts requires 
a special skill and knowledge which are part of the 
public accountant’s equipment. The author points 
out that bookkeepers and accountants employed on 
the office staff often overlook obvious defects be- 
cause of their proximity to the work and their 
familiarity with it, while the independent auditor 
who is trained to notice flaws is more apt to find 
even the most obscure mistakes. 

The certified public accountant, says Mr. Peter- 
sen, may cut down losses from negligence in the 
collection of accounts and notes receivable by re- 
porting as a result of his audit the prospects of col- 
lection in the respective cases. The accountant’s 
advice as to inadequate or excessive insurance cov- 
erage may save substantial sums for his clients. 
The moral effect of an independent audit of books 
and accounts strengthens discipline, stimulates 
neatness, punctuality and accuracy on the part of 
the staff. Certain provisions of the tax law, says 
Mr. Petersen, make necessary the experience of 
qualified accountants in preparing returns. Directly 
in the field of accountancy, the author continues, are 
the functions of arbitrator of business disputes, ad- 
ministrator or executor of estates, receiver in bank- 
ruptcy, etc., and he says that the appointment of 
accountants to these positions is becoming more 
frequent. Organization of the accounting staff of 
a new or reorganized business is another service 
which a certified public accountant may render. 

The author prophesies that stockholders will soon 
require periodical audits by independent certified 
public accountants. Such examinations are recog- 
nized at the present time by progressive business 
men as good business practice. Even insurance 
companies, banks, building-and-loan associations 
and other organizations supervised to a degree by 
certain departments of state in many cases require 
independent audits of their books, since state ex- 
aminers are primarily interested only in matters re- 
quiring attention in accordance with the law. 


John R. Ruckstell spoke on the essentials 
of a good accounting system at a meeting of 
the Plumbing and Heating club of San 
Francisco, August 9th. 


An article entitled ‘Values in consoli- 
dations,” by Charles B. Tompkins, Los 
Angeles, appeared in the Magazine of Busi- 
ness for August. 
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EMPLOYMENT EXCHANGE 


The following applicants for positions 
have registered with the Institute. Inquir- 
ies concerning these applicants should be ad- 
dressed to the offices of the Institute, with 
reference to the appropriate key number. 


No. 4A—Woman, unmarried, age 36, associate 
American Institute of Accountants and C. P. 
A. Experience includes three years with New 
York public accounting firm and three years as 
assistant treasurer of New England manufac- 
turing company. Education—high school, busi- 
ness college and university extension work. 
Salary commensurate with responsibilities. 


No. 5A—Married man, age 44, with dependents. 
Senior accountant. Has practised public ac- 
counting on own account for five years and has 
served as auditor and comptroller, respectively, 
for two different corporations. No objection to 
travel. Prefers headquarters in New York. 
Salary $60. 


No. 6A—Specialist in probate accounts—estates, 
trusts, etc.—would like employment with public 
accounting firm specializing in these matters. 
Also has had experience in bank audits. Certi- 
fied public accountant of Connecticut with 
twenty years’ experience as secretary-treasurer 
of a private corporation. Has also practised 
public accounting at various times. Age 57. 
Prefers New York. Salary subject to arrange- 
ment. 


No. 10A—Woman, associate American Institute 
of Accountants and certified public accountant 
of Massachusetts. Age 36, unmarried. Uni- 
versity graduate. Six years’ experience with 
public accounting firms as accountant, secretary 
to partner and editor of reports. Wishes posi- 
tion in Boston or New York. Salary $3000- 
$3500. 


No. 11A—Senior accountant, age 41, member 
American Institute. Certified public accountant 
of Minnesota and chartered accountant of Scot- 
land. Fifteen years’ experience in public ac- 
counting, three years on own account, and three 
years as comptroller of private corporation. 
Salary subject to arrangement. At present 
residing in New Jersey. 


No. 12A—Accountant, 44 years of age, with fifteen 
years’ experience in public practice and two and 
one-half years as assistant treasurer and comp- 
troller of private corporation. Member Society 
of Incorporated Accountants and Auditors. 
Seeking executive position in Europe, where he 
has had experience. Would accept temporary 
sa position in this country, preferably New 

ork. 


No. 13A—Accountant, age 38, with eleven years’ 
public practice with well-known firms and on own 
account and with five years’ experience as comp- 
troller of a manufacturing company, desires 
comptrollership of a private corporation or 
managership of a branch office of a public ac- 
counting firm. Member American Institute 
of Accountants and certified public accountant of 
New York and New Jersey. Requires salary of 
$12,000 with opportunities for advancement. 


No. 14A—Senior accountant, age 38, with ten years’ 
experience in public practice as a staff assistant. 
Has qualified to take New York C. P. A. exami- 
nations in November, 1928. Salary $60. Prefers 
position in the city of New York. 


The Institute has not investigated the 
statements made by applicants, and can not 
assume responsibility for their accuracy. 


COURT DECISIONS 


Federal Taxation 


Income tax. Corporations. Affiliation. 
When corporations not affiliated under 
section 240, revenue acts of 1918 and 192i. 

The M and the W corporations sued to 
recover income taxes paid by the M corpo- 
ration for 1918-1921, inclusive, upon the 
ground that although for those years they 
voluntarily filed separate returns they were 
in fact affiliated and entitled to make con- 
solidated returns which, had they done it, 
would have lessened the taxes in an amount 
of over $4,000. It appeared that the 
authorized 100 shares of the M corporation 
were all issued and that during the years 


involved it and six of its nine shareholders 
owning 70% of its stock, owned 49% to 
58% of the issued stock of the W corpo- 
ration. It appeared that the remaining 
51% to 42% of the stock of the W corpo- 
ration was owned by friends and relatives of 
the above-mentioned six shareholders of the 
M corporation. 

The court held that plaintiff could not 
recover, for the two corporations were not 
affiliated during the years involved. ‘The 
M corporation did not own substantially 
all of the stock of both corporations. ‘The 
fact that friends and relatives of the above- 
mentioned six shareholders of the M corpo- 
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| ration owned 51% to 42% of the stock of the 


W corporation did not constitute the ‘‘con- 
trol’ contemplated by section 240 of the 
revenue acts by virtue of which corporations 
are ‘‘affiliated’’ within the statutes and 
entitled to consolidated income-tax returns 
with corresponding advantages in lessened 
taxes. The court said that the control by 
the statutes intended is that which gives 
rise to beneficial interest and not mere 
exercise of authority whether legal or illegal, 
granted or seized, nor that permitted by 
reason of friendliness or relationship or the 
activity or neglect and violation of duty of 
the boards of directors. Moreover, the 
object of the statute is taxes proportionate 
to income and equality between taxpayers, 
to accomplish which the actual or ultimate 
taxpayer is ascertained by looking quite 
through the corporate entities. And in 
the course thereof if it be found that the 
gains and losses of several corporations 
accrue to or fall upon substantially the 
same shareholders—same taxpayers—the ac- 
counts of the corporations are balanced 
between themselves, to ascertain the actual 
gains to the common owners and upon which 
they should pay taxes. (Montana Mercantile 
Co. and Western Wholesale Grocery Co. v. 
Rasmusson, U.S. dist. court, dist. of Mon- 
tana, June 22, 1928.) 


In a case involving the determination of 
the “invested assets’ of a life-insurance 
company under section 245(a) (5) of the 
revenue act of 1921 the board of tax appeals 
held that real estate should be included at 
its book value less an outstanding mortgage, 
and appreciation in value not shown upon 
the taxpayer’s books but reported in the 
convention form of life-insurance companies 
to state insurance departments as non- 
ledger assets may not be included. A tax 
on capital stock “‘of all kinds, including 
common, special, and preferred, as ascer- 
tained in the manner prescribed’’ not as- 
sessed upon the shareholders but upon the 
company and paid by it is not a legal de- 
duction from gross income under section 
245(a) (6) of the revenue acts of 1921 and 
1924. Petitioner issues certain life-insur- 
ance policies carrying guaranteed pre- 
mium reduction coupons. Upon each pre- 
mium-paying date a coupon matures which 


may be turned in to the company in pay- 
ment of the premium to the amount of the 
face value of the coupon, or if the premium 
is paid in full in cash the policy holder may 
use the coupon to purchase non-participating 
paid-up additions to the face of the policy, 
to reduce the number of premium payments, 
or the coupon may be collected at any time 
with interest. Petitioner is required to 
include among its liabilities an amount for 
the payment of unsurrendered coupons 
together with interest thereon. 

The amount of the reserve which peti- 
tioner is required to hold for the payment 
of unsurrendered coupons and interest is 
a part of the “‘reserve funds’’ of the peti- 
tioner for the purpose of computing the legal 
deduction from gross income under section 
245(a) (2) of the revenue acts of 1921 and 
1924. (Standard Life Ins. Co. of America 
v. Commu«ssioner of Internal Revenue, U. S. 
board of tax appeals, Aug. 9, 1928.) 


Excess-profits tax. Ina case dealing with 
a question of inventory valuation, there was 
involved a construction of subdivision (14), 
sec. 234 (a) of the revenue act approved Feb- 
ruary 24, 1919. The contention of plaintiff 
is that under subdivision (14) at the time of 
filing return for the taxable year 1918, it 
might file a claim in abatement as provided 
in that subdivision, and at that time defi- 
nitely and finally revalue its inventory in 
conformity to the then-prevailing market 
prices, and claim a reduction from its net 
income for the taxable year 1918, based upon 
the difference in market prices prevailing 
at time of filing the return and market prices 
prevailing at the end of the taxable year 
1918; that in redetermining the value of its 
inventory it might revalue only such classes 
of goods contained in the inventory as of 
November 30, 1918, upon which prices had 
fallen, whether the goods had been sold 
since November 30, 1918, or were still on 
hand. ‘The court did not think it was the 
intention of congress to permit a definite 
and final redetermination of the value of the 
inventory for the year 1918, at the time of 
filing the return. Inasmuch as the record 
did not show and plaintiff did not claim that 
it sustained any loss by reason of sales from 
its inventory after November 30, 1918, nor 
due to depreciation on the portion of the 
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inventory on hand November 30, 1919, the of the value of its inventory for the taxable © 
court held that plaintiff had not sustained a year 1918. (Glover Co. v. Bladine, U. S. © 
substantial loss resulting from any material district court, northern district, Iowa, July © 
reduction (not due to temporary fluctuation) 27, 1928.) 


OBITUARY 
William C. Canning death he was in the employ of the Kerr 


William C. Canning, a member of the 
American Institute of Accountants since its William T. Sawyer 
formation in 1916 and a member of the liam T 
American Association of Public Account- William T. Sawyer, a —_ member of § 
ants before that time, died in Boston at the the American Institute of Accountants and | 
age of sixty-six. He was a C. P. A. of formerly a member of the American Asso- 


Massachusetts and was engaged in public ciation of Public Accountants, died on July 


" : > 21, 1928. Mr. Sawyer was a certified 
public accountant of New Jersey and a 


member of the Society of Certified Public 
Eugene Greenway Accountants of the State of New Jersey. 
The Institute has lately been informed of At the time of his death he was employed by 
the death of Eugene Greenway, a charter the Fort Orange Paper Co. at Castleton, 
member. He was aC. P. A. of Maryland New York. 
and a fellow of the Maryland Society of Cer- 


tified Public Accountants. He was engaged Charles H. Wright 
in accounting practice on his own account. Notice has been received of the death of | 
Charles H. Wright, a member of the Amer- 
William Pate ican Institute of Accountants and of the 


American Association of Public Accountants, 

William Pate, a charter member of the the Institute’s predecessor. Mr. Wright was 

American Institute of Accountants, died in a certified public accountant of Massa- 

Scotland on August 18th. He was acerti- chusetts. At the time of his death he was 

fied public account of Ohio and a chartered in practice on his own account in Boston, 
accountant of Scotland. At the time of his Massachusetts. 


HERE AND THERE 


It has been announced that the following M. LeClear have become general partners 
firms have merged their practices with that of Scovell, Wellington & Co. 
of R. J. Beaman & Co., Cincinnati, Ohio: 
National Audit Association, Knoxville; The honorary degree of bachelor of com- 
Dawson, Osborn and Baggs, Atlanta; A. T. mercial science has been conferred upon L. 
Henderson & Co., Lynchburg; Clark & Co., G. Battelle, Dayton, Ohio, by the Dayton 
Charlotte; Goodyear & Co., Greenville; School of Commerce and Finance in recog- 
and Wm. H. Zimmerman, Asheville. nition of his ten years’ teaching of account- 


ancy. 


Howard G. Slagle, Cleveland, Ohio, an- 
nounces the opening of offices in the Wil- 
liamson building for the practice of public 
accounting under his own name. 


C. Oliver Wellington conducted a forum 
discussion at the annual convention of the 
National Association of Cost Accountants in 
June. The three topics were ‘“The thirteen- 
period calendar,” ‘Depreciation on cost or 

Scovell, Wellington & Co. announce the replacement values,”’ and ‘“‘Accounting for 
consolidation of their practice in Chicago variances from standard costs.’’ On each 
with that of the firm of Reckitt, Benington of the three subjects there was a principal 
& LeClear. Harold Benington and Walter paper followed by discussion. 
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